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SURVEY OF CURRENT BUSINESS

. September 1987

Trend of Business

By M, Soneph Mesting, Amalatant Chiof, Dirluim of Eoanomic Rasstech

CONOMIC conditions heve underpons further
improvement during 1937. Progress sines the fiyst
of the yenr has, however, bean less ropid than during
1936, ond some important economic series have not
moved above ihe Ievel renched last December, aftar
ollownnee for normal seasonnl fluctustions, Activity
hns been maintained threughout the first 8 months of
this yaar around the high peint of the recovery period,
the recesgion during the suminar being of sensonal
proportions. A nmrrowing of the rate of ineroase over o
year ngoe has been evideni during recent montls,
a8 the cyclicnl upawing received an added impetus in
the middle of 1936 fromn the Government funds dise
tributed to World War vaterans in settlement of their
adjusted compensation certificates. Nevertheless, pro-
liminary data for August indicste that the margin of
gain over Angust of 1936 was still substantial, The
chart on page 4, providing o comparison of six important
indicators of economic change for the first 7 monthe of
the yenrs 1929 to 1937, inclosive, revenls the sxtant of
the gains for the current year.

The aveilable data indicate sn inerasse of botween
1¢ and 15 percent in the nationsl income dietributed
durieg the first § months of the year in comparison
with the corresponding period of last yenr. This
indicntes n further increass in real income, since the
rige in living costs, resulting from higher commedity
prices and the improvement in the rentnl situation,
bos been less than the inerense in aggregnte income.

The expansion i the national income distributed
hos reflected the sharp gain in Jabor payments, the
further rise in income derved from agricalture snd
other business enterprises, and the rapid increase in
dividend poyments. The further rise in purchusing
power iz of major significnnce with reference to both
the current and the prospective volume of business,
Whila the increase In factory pay rolls this year has heen
cutstanding (zee the anecomponying table), it may be
noted that total laboy income has been estimated at near-
ly 15 percent higher thun last year, Dividend payments,
according to Moody’s index, which is indicative of the
genersl trend, have inereased by more than one-third.

Not only labor and property incomes havs been
rising; the income of the farmer alse Las continued to
incrense, The outlook for the fall harvest is pood,
according to the Deportment of Agriculture, with
present prospecls indicating a yield above average
for the principal erops and mech above last yemr's
drought-reduced yields. In view of the carry-gver
gitustion and the demand factors, the Department of
Agriculture doos not regard the prospective yiald os
egeggive, although the current prospects have heen

roflested in some price declines, The unusually high
yield from the acreage plantad in cotion has teaded to
depress the prics of this commodity substantially. The
vise in cash farm income from the dopression low is
ehown in figure 1.
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The Department of Agrieullure estimates, on the
bosia of current progpests a& to snles and prices, that
onsh farm imepme from merketinge sad Governmens
payments for the year 1937 will be $9,000,000,000, com-
pared with $7,365,000,000 in 1036, on incrense of 14
percent. This would represent the largest totol sinee
1029, when the incoms waa $10,470,000,000, In terins
of purchasing pawer, the comparntive showing with
respect to 1929 is much better because of the lower Jevel
of prices of poods which farmers purchpss, The
Department of Agriculture’s index of prices paid by
inrmers, for example, for the first 7 montha of this year
wag 9 percent below the nverage for the year 1020,
The incomé will also ba more evenly distributed this
year than in any other reeant poriod.

Trend of Indwsteial Gutpur,

Bacause of the rnmifientions of tha manufacturing
industry, the production of manufactured goads pro-
vides a gnide to the trend of general conditions. The
Federal Reserve index of the sutput of manufectures
revenls o rether steady advence from the middle of
1935 to the end of 1036. Truring the current year the
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index has moved spproximately sidewars but close o
the high point of the recovery. Pripeipal infiuences in
the minor fluetustions in the index during thiz period
included the industriel disputes (which tended io
retord ovtput for 4 time, aotably in the steel and noto-
mohbila industries) and the devastating floods in the
first quarésr, The evenness of the basic movement,
howevar, is avident when & comparison is made of tha
quarterly averags of the Federnl Reserve index of
menniectoring production. For the finnl quarter of
1926 apd the first half of 1437 the quarterly figure stood
ot approximaotely 116 (1§23-25=100). The indax s
deviated only slightly from that averape for the first ¢
months of the owrrent gquerter. For the first &
months of 1937, sggrepate output of manufaciures was
about 15 percent larger than in the corresponding period
of 1936.

Ii is apparent from figure 2 that & mojor impetus to
the forward movement in factory outpus during the
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past 2 years was derivad from the demand for durnble
goods and that expansion in this divection still persists,
A4 production and distribution have expanded to &
peint where additional equipment is nesaded and as
renewed confidence has fostared commitmants by indi-
viduals for housing and other durable produsts, the
outpnt of thiz type of commeodity haz exparienced 1
rapid rise, with beneficinl effects on purehasing power
and on the demsnd for consumer goods. This develop-
menti has tanded to bring about & better balanced out-
put ond is only one evidence of the progress toward the
reattninment of balanced econemic relntionships.
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The shifting demand in the industiies produeing
durabie gonds is indicated by the trend of stoel outpuat.
Mot unéil the latter part of 1935 wera orders for fin-
isliad steal auffivient to warrant & rate of oparncions
over an extended period which niilized half of tha ingot
enpcity of the industry. From the midsommer of
1935, however, output ineressed fvom about 40 percend
of ecapacity to more than BO porcent in May 1037, when
strikes were instrumentnl in curtailing ontput. BY
August, production wrs again above 50 percent of
eapneity. Actual output of steel in the first 7 menths
of 1937 (33,321,000 tons)} wns within 2 percent of tha
production in the comparable pariod of 1929.

Among the sieelconsuming industries, marked ex-
ponzion hos ocenrred this year in the machinery, agri-
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eultural implement, roilway equipment, and electrical
aquipment induetries, The inerease in the steel needs
of the automebile ond &Hn-plats indusiries was less
marked. Produation (factory esles) of automobiles
reachad 2,227,683 units in the fie! 7 months, wn
inerense of 10 percent gver B year ago ond a record
which Lns boen axceadsd only i 1520, Inerepsed
activity in the building industry hes resulted in &
marked axponsion in sales of all types of building ma-
terinls and building equipment. The volume of new
conatraction, however, etill remaing distinetly sub-
normasl {sea table, p. 17.)

Cartain of the consumer-goods industries Liave oper-
oted at on exceptionally high rate this yesr. Somes
products—ruoyen, gasoline, glase contniners, hoots and
shoes, cigarettes, cotton textiles, hosiery, and various
lines of slectrical equipment, among others—have exinb-
lished new production peoks during the current year.
Tn some of thess lines, notshly textiles, production bas
tendad downward in recent months. Figure 3 afforda o
comparizon of the inerapse in the produstion of certain
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selected commeodities during the first 7 months of the
current year with the results of the corresponding
period of 1356,
Labor Situation.

The riss in labor income hos besn geensioned by the
increage in the number of persons employed, the con-
timaed upward movemant of wege rates, and some in-
creage in the aversps hours worked per employes,
The Bureau of Labor Statisties reports thot the increass
in the number aé work in July in €he industries sur-
veyed monthly, se eompored with the eorresponding
pericd # year ago, was nenrly 1,200,000, Figure 4
shows the relotive increass in pay rolls in the prineipal
manufacturing and nonmanufaeturing industries this
Foar a8 comperad with 1956,

The important place which industrinl dieputes hoave
occupied in the business news during the current yonr
lends inievest to figurs 5 showing the number of man-
doys logt in strikes sinoe 1929, As recovery has pro-
gressed ,the losa of time bacause of this factor has in-
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creased; more time hoa been lost a0 {ar in 1937 thon in

all of 1936, The June peak for the current yeer reflects

the heavy loss of tima in the stee! industry; the January
and April peaks were cansed by the strikes in the auto-
mobile industry.

While these labor dispuies have been impostnnt,
particulatly in the Lnes directly sffected, it iz possible
to overamphosize their effects to date in terms of the
totai flow of purchesing power and in terms of their
influence on general business activity, It is impossible
to datermine the net effect of such stoppeges clther with
regard to the induatries or the individuals affected, but
certainly not all of the time lost con be computed as
net loes with relation to either production or pur-
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chaging power, since thers ia the possibility of shifting
purchases and produetion from one group or area to
annther and temporary stoppages may result only in
clenring inventories.

The man-daye lost should properly be interpreted
with rogard to the ageregate man-daye of all workers,
and ¢n thiz basis they do not seem so impoging. Tha
number a2t work in poasgrieultursl employmant this
¥yenr, necording to the Burssu of Labor Statisties esti-
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mates, has averaged about 34,G00,000. The avernga
monthly numher of workers involvad in strikes during
the first 7 months of the yenr was 318,000, or less than
1 percent of the foregoing total. Furtharmaore, workers
los6, on &n nveruge, 9% days, or little mora than one.
third of & month each,

As a result of the reemployment gains and the general
improvement in economic conditions, the number of
relief ¢nses has declined, continuing the trend estob-
lished some time entdier. From a peak of 5,316,000
cases in January 1935, the number dropped to 3,640,000
in December 1938, and declined further to approxi-
modely £ 200,000 in June 1937. These figures rapresent
the unduplicated number of cases (families nnd zingls
parsons) from relief rolls employed on the Federal Works
Program, together with those receiving relief under the
general relief program of the Stetes and localities. Not
included are persons benefiting from the public-
assistance program of the Secinl Security Board or
from special programs such as those for student aid,
rural rebabilitation, Civilisn Clonservation Corps comps,
Nationel Youth Administration works projects, and
transient ossistanes,

The numbser of persons employed on projects of the
Works Progress Administration declined to 1,527,000



September 1937

by the week ended August 14, from o peak in excess of
3,000,000 in the first quarter of 1438, The reduction
since the last weele in Decombor haz been ubout 685,000,

Whila the relief and employment dntsa indicate o
pubstnntinl improvement in tha unemployment gitua-
tion, the number without private smployment is still
large. The major fields in which employment is atill
considershly less than in 1029 are construction, mining,
and fransporéation, The other industrics nnd servies
cecupationg heve not absorbed the amployses relensed
from thess groups and those that may have been dis-
placed by young men and women eatering the labor
feld. The incresse in the number of smployubles
since 1929, although not known, is o figure of consider-
nhle size.

Donrestic and Forelgn Trade.

The improvement in domestie distribution this yenr
hos been accompanied by the rise in exports, not-
withstonding the many influences which econtinus to
restrict the flow of internstional trade. Armoment
grograms have tended to increase #rnde in certain
articlez, but it iz no4 possible to measiva the inflnence
of this as diztinguished from other factore. The in-
crenss of ahont one-third in the value of our evports
during the first half of the year over the first hall of
1936 wos the result of an inorense of nenrly one-fourth
in the quantity of gaods shipped abroad and of an
S-percend ndvance in the avernge price of our export
goods. The increase in exports for this period was
relatively larger than the advances in domestic dis-
tribution series.

This sitration has not praveiled for the earlier recov-
ery periad, and our export trade ia smaller relative to
prodepression standards than iz domestie trade. On
o volume bagis, exports for the firat ha¥f of the yerr were
meore than one-fourth below the 1029 figure: exporta of
both crude and masuafactured foodatufiz mads o par-
ticularly poor showing. Imports, on tha contrary,
hove been larpar in volume this year than in 1020,
partly becouse of unusually large imports of aprievi-
tural commodities a8 n rezult of the shert harvests of
racent yeara,

The duetuntion in several of the major reted-trade
indexes since 1020 iz shown in figure 6, Sales of new
pastenger antomobiles snd rurad sales of peneral mer-
chandize duting this period have fluctuatad more widely
than have department-store salas, The latter nre
mere indieative of the genersl sales movement. De-
partment-store ooles in 1936 and 1927 show nbout the
same relative declina from the 1929 lovel ps do the
entimates of total sales; but at the low poiat in 1833,
department-store sales werse 40 pereent bolow those for
1929, while nll seles were off abaut one-half, The
inerense in aggregnte sales so far this year has probably
notexceaded 10 pereent, the rate of gain havieg gradually
decrensed in recent months,
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Freight tradlic for the first 8 months of the year was
aboui 12 percent higher then in the corresponding
period of 1936; but in receat weeks dhe rute of gain has
been reduced i about 6 percent. Although the finunecial
position of the cerriers bas improved, advancing cosia-
of materials and the recent wrge rate increnses have
coused their operating expenses to rise rapidly. No
decision has 83 yot been axnounced by the Intexstate
Comanereo Conunission on the petition of the carriers
for an increase io freight rates.
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Price Changas,

The year opaned with “sensitive” commodity prices
Tising rapidly in continuation of the upward movement
which woa initinéed in the final qunrter of 1986, This
rise, which extended through the first quarter of the
eurrent yorr snd which was accompanied by a gradusl
sdvance in prices of fimishiad goods, engendered & con-
sidarable volume of speculative and forward purchosing
and resulted in some increase in inventoriesin the hands
of both manulsoturers and retoilers. With the brenk
in the commodity markets enrly in April, purchasing
srente became more conbous.  The inventory situation
liad not been snch ns to conse a stackening in industry,
although In such important industries ss steel and
textiles, recent production Lias been in exeess of incom-
ing business, and unfilled orders have been materially
reduced. The extent of the price readjustment since
March has not baen sufficiont to cause important
inventory lesses, particulmly since prices of manufac-
tured produets hove continusd to advange inte the
summer, The Burean of Lebor Stetisties ndex of
finished products in mid-August stood ab 88.9 (102G=
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100), approximately 2 points nbove the fipure for tha
week ended April 3, when the more sensitive commodity
prices reached their penls.

Bising prices and costs of produciion have created
numerous problems. In the econstruetion industry,
gharply advoncing cosia hava undoubtedly exercized a
retarding influence on certain types of constrietion.
Regidentinl building has proceeded at & much higher
rate thon that of o yeer ago, but incs May the valus of
tha permits issued for family dwellings in eities having a
population of 10,000 of mare, ns reported by the Burean
of Labor Statistics, hns been less than that reported for
the corresponding dme lost year. Data pathersd by
the Federal Home Loan Bank Board indicade that the
rise in the cost of single dwellings hos been very
vonsiderable, slthough there are certain possibilities of
cost adjustment in snch construction by varying the
size andjfor equipment of the dwelling. For example,
the average coat of the single-family dwelling for which
permits were pranted in June, in oll cities of 10,000
population or more, only slightly exceeded that in
June 19236, Obvicusly, if the cost fizuras ave statad on
the same basis for both months, the average unit is
somewhat different from that started o yeor ogo.
Financdal Tendencien.

Finaneial conditions have ramained ensy, with interest
rates low and eapital abundant. On Maoy 1, the last of
& series of increases in momber-bank resarve require-
ments went into effsct pnd reduced excess reserves
below o billion dellars for the first time since early in
1934; at their peak in December, 1935, excess reserves
worse ahout 53,300,000,000.

The member-bank rapoerts for the eurrent yenr revenl
the following zignifieant tandemcien: (1) a moderste
decling in the volume of deposits; (2] # decline in the
voluma of Government securitiez held: and (3) o eon-
tinued expaneion in the veluma of commereinl loans.
The drop in deposita followsd 4 vears of rapid rise nnd
has coiacided with 4 deelioe in the volume of Govern-
ment securities held by the bonks. Gold flowed into
the country in large volume thronghout the first half of
the yenr, but more recently thers hos bean & decline in
imports from Korope, the principal source of shipments.
Emports of pold from Japan have heen large in recsnt
months.

Stock prices reached o pack for the recovery peried
in Mnorch ond subsequently declined. Prices wera
lower ot the end of Augusi than ot the end of 1936,
Tndusirial eheres, necording to the Stendord Statistics
index, had recovered to the year-snd level, but rails
nad ukilities ware lowar, Profits of industrisl ond other
corporations hova continued io incrense, although the
rate of goin i3 declining ood not all industries have
heen able to improve ypon the 1636 resulits.

Figurs 7 jllustrotes the exient of recovery in profits
in the three major groups. The deglines for the rail-
rend and indestrinl corporations irom 1%2% to 1932
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wera closely porallel, but the recovery record has been
quits Jiffeyemt. Profita of the railronds ave still rela-
tively small, Among the industrials the largest rala-
tive insreases for the Rrst half of 1937, on the basis of
preliminary dats, were raported for the iron and stesl,
sireraft, railrond equipment, building, machinery,
metols, petroleum, and eiestrienl squipment industries.
Tt will be noted that companiss in most of these lines
ars bansfiting from the revival in the gurable-goods
industrias.
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Expanding profits have meant a larger dividend Aow
this year, particularly from industrial concerns. The
avernge dividend rate per shore of 492 industrial con-
cerns, as roported by Moody’s, advanced from 51.26
in December 1935 to $2.01 in Decenber 1926 and by
July 1937 hed risen to $2.12. ‘The rate for 36 il
shores, which had moved up from $1.21 to $1.77 in
1934, Laa been unchanged at that figurs through July.
The 30 public utility ¢concerna included in the tabulation
showed only & moderate rise in 1926, apd practically
no change so far this year. The rate on the industrinl
and public vtility shares has recovered to within about
80 perceni; of the average for the lust 7 months of 1928,
but the railrond rate is less than o third of the 1929
figura. The basic reason for this difference is evident
from fgure 7.

‘While bond prices hove declined from the peak
renched lust Dacember, the readjustment of vields has
been slight wlen compared with the rise of the 4
preceding years. The yield on Treasury bonds increpsed
from 2.27 percent in December 1986 to 2.74 percent in
April and subsequently receded slightly but las
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fluctunted around the avercge for the yeors 1985 and
1936. The Standard Statistics Co.s computed yield
oh 46 corporate issues rose from 4% percent to avound
44 percent, the latter figure belbg less than the aversge
yield on the bonds in 1935, -

The decline in listed security prices bampered the
flototion of new izeues, Difficulties were experiencad
sz onrly as January in the marketing of new securitics,
and the volume of flotations declined through May,
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Tn June there was an Increase, as several large issues
were offered, and the July totel was above the average
for the first 6 months, but in Avgust the volume was
relatively smell. The volume of corporate refunding
during the first 8 months was much less than that in
the corresponding period of 1634, but the amonnt of
new capital raised was larger. The ladter amount was
atil! low in relofion to the prodepression average,
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